DEPARTMENT OF THE TREASURY-. : |
© " INTERNAL REVENUE SERVICE . - |
WASHINGTON, D.C. 20224 .

Contact Pe'rs,o#
ID Number: |
Telephone Nu

ber:
”OW.MM - .
Belonss copics 1o Disrics |

1 %
¥ Employer identification Number: SEEEENEND _

' Desr Applicant:

: . We:have considered your application for recognition of exemptign from federal
iicome tax under section 501(a) of the Internal Revenue Code as arj organization .
. described in section 501(c)(3). Based on the written information subynitted, we have
. concluded that you have failed to establish that you are operated exsiusively for one or
more exempt purposes as required by section 501(¢)(3) of the Codey The basis for our

conclusion is set forth below.

~ You stated you are an innovative training and consulting fimthat specializes in.
{eaching etiquette to children and teenagers. Students are taught irgerpersonal skills
such as how to develop healthy relationships, how-to get along withjpthers in the home,
schiool, workplace, and community, how to develop-leadership qualilies; how to handle
conflict and anger, how to respect oneself and others, and awarenegs of offensive
language : 1 -

Classes are taught in private settings, group sessions, work ops and seminars.

Business etiquette is.taught to young children and-adults who are king jobs, career
enhancement and motivation. Future projected classes are multicugtural etiquetts,

hospitality sector training, media training, driving etiquette, and chu h etiquette.

Training activities will be offered quarterty, weekly, daily, and hourigas requested by’

applicants or institutions. The cost to attend private programs is Vil@®per session or
for the full course. A certified etiquette consultant administe  the iinitial training,

and the Chief Executive Officer of SN has pegsonally trained other
. training specialists. :




, The brochure o _ 3¢ ]
concems using good manners in the business word. It:advertises the
business etiquette classes for businesses.

* Your officers are: YNNG President),
- (Comptroller), NSNS (Marketing Manager); and
(Administrative Assistant). Also members of the Board include Wil

o YWD, <nd According to your by-laws, your
President Is the principal exécutive officer and shall in general supergse and control all

the-business and affairs of the corporation.

. constltant, speaker and workshop facilitator. She began the compagy in the fall of .
- Wby teaching manners to children. Today, she.is, reaching corpcyate America by
teaching business efiquette. She also conducts private.etiquette clagses for individuals, -

~ both-¢hildren and adults, who need a “refresher” course in image cogsulting and formal
presentations, etc. In several other articles, it was indicated that _ s the
founders and consultant for The articles also irdicated that she
started the business when she saw a need.to teach; etiquette. . >

n response to Question 5, Part If. of Form 1023, you' requndp.,d_you';were not the
ougqmwth of (or successor to) another qrganizaﬁon. 1 '

~ The financial data provided with the-application was incomplege. Jt did not
"provide date for all fiscal years. The following information was pro\ ded:in-part |V of
-the::app‘llcaﬂon form. R e e e e C .

‘ . @ 1 w1
Gross receipts from . * Sﬁ—- $
adimissions, sales of , .

merchandise ...

Total Revenue ' I
.Fundraising expenses ' .
Officers Compensation

Other salaries & wages
| Interest

Occupancy
Total Expenses . :

: *Years were not specified.




The batance sheet in Part IV of the application form stated: .
' - Investments (no schedule attached) - g :

. Total Assets
. Accounts payabie - S
... Mortgages and notes, payable
h (no scheduled attached) "
.. Total Liabilities .~ ___ S
" Total fund balances or net assets | S
", . Total liabilities & fund balances ‘
1, orpetassels _SYD
' In our letter, dateEIIRRERSED we stated:

You mentioned the foundation provides services to indiduals.. Are board

members being paid for these services? If so; please gt te what these

services are and state the pompensaﬁbn that is being-gaid. .-

If you are planning to pay salaries or provide financial: sistance to
members of the board, you must provide a Conflict of hterest Policy.

| . Your reply on WIS letterhead, dated
signed by EnainnE. Consultant, CEO, stated:

Our board members will all be on a volunteered basis,
Confiict of Interest Policy would not apply to

| OnYEEEEEMENS we asked the following questions:

1. In your financial statement you stated the officers, flire
trustees are receiving compensation. In your latest sy
that the foundation won't be paying members of its. Bdard, Will you pay
Board members for service rendered:such as teaching:
2. The letterhead and pamphlets submitted-are over &
I ] . Sepagg
from you? s it a doing business as hame for you? Age you a corporate
successor tof NN if an organziatdy is separate, you
should explain how the activities of the fwo organizatipns are different. If




filed out.

1, No, the Board members.will-not be paid members
2. W /s incorporated in

etiquette to children, teenagers.and adults fromtheir

. Since TN

The company was there to prowiid'e a much ne

doing business at that ime. 'In Wl

corporation sponsored me to frain in.several schoals
could not be-available to ) N
having a non-profit status; Further research:

profit status shou i

has indi

same sefvices. Originally we trained alf private

services for NS 55 teaching classes{

Institution existed as an innovative training and consultifg firm that
specializes in providing the finest, highest quality services

. adulthood both social graces-and business etiquette. ¥ )
Y training sessions are designed to provide the services 4 f teaching and

community at-large. | have fulfilled all legal obligationg o

ld be attained and to answer questic
is doing business as named j
and itis nota separate organization fof. it renders the

studets through S

D /25 unaware that a nor
from the.beginning may have been the solution initial
students that need the services are unable to afford t
was under the impression that one would need a new

itis a successor to a previous for-proft; the attached schedule should be

o, o reply on NN < <jh2d, sated

rrendering

of training
fyears until
ne goals and

cultivating a sense of self-esteem in a positive manner ‘building to
promote strong leadership qualities through character ! uilding within the
students, and dealing with "handling conflict and ange! .:.an:d coping skills.

was the princigle stockholder and
exercised the basic ownership of the business. Any fag

ity:members or

A other principle stockholders that had a family. relations ip. were primarily
R listed for these purposes of incorporation and. protectiop

- of the business.

'service to the
f corporation in

=8

worked the market.and found that me;_-l;mgeted ‘commudnity historically; and.
continues to work with are:in 1iesd of thie service rendered, but ar
positions in an exempt organziaton status. For examp¥e, a local

Recause funding‘

dug}to the lack of not

cited that a non- -
of #2, it appears that
or

srofit organization
 as many of the

em. Henceforth, |
name to apply for
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exempt status. However ] | does not fulfill the
qualification of schedule one: Successors to "For-Profit*finstitutions. Inan

attempt to comply with non-profit status, we have sent ypu prior
documentation regarding the explanation of our Board of. Diréctors to
reflect the community at large and not just family membeprs. as under the

o - ' Original Corporation. Apparently, it app ars that this:ingérporation should
B be in the name ofWas.d.b;a. _

; - Section 501(c)(3) of the Code provides for the. exemption fromyfederal income
 tax of organizations organized and operated exclusively for -educatiorfal purposes.

. Section 1.501(c)(3)-1(a)(1) of the Income Tax Regulations states that, in order to
be éxempt as an organization described in section 501(c)(3).of the Cpde, an
organlization must be both organized and-operated exclusively for ong or. more of the
purposes specified in such section. f an organization fails.to meet egthei

organizational test or the operational test, it is not exempt.

:, Section 1.501(c)(3)-1(c)(1) of the regulations provides. that-an organization will be’
- regarded-as "operated exclusively” for one’or- more.éxempt purposeg-only if it engages
primayily in activities which accomplish one or more of such-exempt:purposes specified
I section 501(c)(3). An organization will not be so regarded if moreghan-an,
insubstantial part of its activities is nat in furtherance-of an-exempt p Irpose.
. Section 1.501(c)(3)-1(¢c)(2) of the:regulations, provides that a organization is not .
operated exclusively for one or more exempt purposes if its net.eam ngs-inure in whole . .
orin-part to the benefit of private shareholders or individuals; The :$gction cross
references the definition of private shareholder, which is contained i section 1-501(a)-
"4(c), That section provides that the words ‘private shareholder oring
501 refers to person having a personal and private Iint,e_réctain the aqivities of the
organization. : . A

.| Section 1.501 (c)(3)-1(d)(1)ii) of the regulations states that ag organization is not
organized or operated exclusively for one or more exempt purpose -uniess it serves a
public rather than a private interest. Thus, to meet the requirements: of this subdivision,

1t is recessary for an organization to establish that it is not organizeg or-operated for the
benefit of private interests such as designated individuals, the creatbr or his family,
shareholders of the organization, or persons controlled, directly or. iRdirec
private interests. : .

Section 1.501(c)(3)-1()(B)() of the regulations provides thaffthe tefm
. "educational”, as used in section 501(¢)(3), relates to— B

ividual in.section. .. ... . ..
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:*.(a) The instruction or training of the lndividuai_ for the purpose * improving
| or developing his capabllities; or - | '

. (b) The instruction of the public on;subjects useful to the lndiviﬁhalg‘and
. beneficial to the community. o

"+ In Rev. Rul. 61-170; 1961-1 C.B. 112; an association.compose: of professional
private duty nurses and practical nurses which supported and operatgd a nurses'

. registry primarily to afford greater employment opportunities for its members was not
entitied to exemption under section 501(¢)(3).of the:Code. The activiies;of the
organization inured to the benefit of its members. Rev; Rul..81-170 ¢an be contrasted
with:Rev. Rul. 65-298, 165-2 C.B. 163. in Rev. Rul. 65-208.a non pmbership
organization provided seminars to members of the medical professiof. These seminars
are designed to lessen the time between the discovery of medical;knpwiedge and its -
prac¢tical application. Unlike the organization in Rev. Rul. 61-170; theg:benefits that flow
from the activities of the medical seminar organization flow much-maye- directly to the
general pubilic. ' C : : 1

.’ . Situation 2 of Rev: Rul. 69-545, 1969-2 C.B. 117, describes a fiospital, otherwise
serving a.charitable purpose, that was denied exemption undersectibn 501(c)(3) of the '
Code because it served a private interest more than incidentalty. -‘The revenue ruling
stafes that in considering whether a nonprofit organization:¢laiming aritable -
exemption is operated to serve a private benéefit the, Service will weigh all of the relevant
facts and circumstances in each case. o

' Rev. Rul. 72-369, 1972-2 C.B. 245, ruled that an organizatio formed to provide
managerial and consulting services at.cost to unrelated exempt org nizations does ot
qualify for.exeniption uhder section 58 (c)(3) of the Code. . '

" Rev. Rul. 76-441, 1976-2 C.B. 147, ruled that a nonprofit orggr

. purchases or leases at fair market value the assets of a former for- It
.employs the former owners, who are: not related to the current di
cofmmensurate with their responsibilitie$ is operated exclusively for p
charitable purposes.. An organization that takes overa school's assg
which exceed the value of the assets.and include notes owed to. former owners and.
current directors of the school, is serving the director’s private inte
operated exclusively for educational and charitable purposes.

Rev. Rul. 80-287 concems a lawyer referral. se:r‘vicé;in whict
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nonproﬁt basis, is not regarded as. oonfemng a charitable beneﬂt on ti communrty
ynless the service diractly accomplishes one of the established categgries of char:table

purposes.. ‘Although the lawyer referral service provrded some, publlc neﬁt. a
subetantlal purpose of the program was the. .promotion of the legal profe |on

: Rev. Proc. 90-4, 1990-2 1. R B. 10, at section 7 provides that thg Servlee may
decline to issue a ruling or a determmatlon letter wheriever warrantediby the facts or
crrcumstanoes ofa particular case. A

Rev. Proc. 90-27 1990-18 I.R.B. 17, provides; in part, that exempt status will be

-.reoognized in advance of operations if proposed operations.can be d scribed in
sufficient detail to permit a conclusion that the organization will clea meet the
: parﬁoular requirements .of the section under which exemption is claimed. A mere

restatement of purposes or a statement that proposed activities will b in furtherance of
" such purposes will not satisfy this requirement.” The organization mus tfully describe
the activities in which it expects to engage, including;the standards, cfiteria, procedures,
or other means adopted or planned, and the nature of contemplated; penditures.
Wheére the organization cannot demonstrate to the satisfaction of thegService that its:
proposed ‘activities will be.exempt, a record of actual:.operations may e fequired before
. aruling or a determination letter will be issued. In those cases whergan organization is-.
unable to describe fully its purposes and activities, a: .refusal to issue @ ruling or
‘ determinatlon letter will be considered an initial adverse determmatr o from whlch
admimstrative appeal or protest rights will be afforded. :

- In Bet ruruWashron Dc U "326US ,
279 (1 945), the Supreme Court held that the presence.of a single noj-exempt purpose,
if substantial in nature, will destroy a claiin for exemptron regardless the number or .
s rmportanoe of truly exempt purposes. | et i o

Leon A. Beeghlyv. Commissione r,35 T.C. 490 (1980), provi e that where an
exempt organization engages In a transaction with a related . mterest nd thereis a

purpose to benefit the private interest rather than the orgamzation. femption may be
lost:even though the transaction ulhmatety proves ptoﬁteble for the € empt
organizatlon ' . ! A

© _Operating for the benefit of pnvate parties constitutes a substanhal nonexempt
purpose Old Dominion Box Co. v. United §tates AT7F..2d 340 (4t} Cir. 1973), cert.
demed 413 U.8. 910 (1973) o

- In Ametican Campai v, Commissioner, 92 T.C. 1t 53 (1989) the Tax
00urt was called on to decide whether benefits to. third parties, who W not members,
would prevent the organization from being. recognized as an exempt rgamzatlon within
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- the meaning of section 501(c)(3) of the Code. The Court concluded.

organization could not confer substantial benefits on disinterested pes

gerve-public purposes within the meaning of section-1.501(c)(3)-1(d)(
regulations. . . .

at'the.
sons. and still -
)(il) of the

e

*1Secondary benefits which advance a substantial purpose cannpt.be
.} construed as incidental to the organization's exempt educationgl purpose.
; ‘Indeed, such a construction would cloud the focus of the opersitional test,
. which probes to ascertain the purpose towards which an orgaryzz tion's
. activities are directed and not the nature of the activities themsgives.

' In International Postgraduate Medical Foundation v. Commiis sbner, TCM 1989-
36 (1989), the Tax Court considered the qualification for exemption upder:section
501(c)(3) of the Code of a non-profit corporation that conducted contiuing medical
education tours. The pefitioner had threé trustees. Mr. Helln, who Was a shargholder
and the president of H & C Tours, a for-profit travel agency. ‘Mr. Reggn, an attorney,
andta third director who was il and did not participate.. Mr. Helin ser fod as executive
_director. The petitioner shared offices with H & C Tours. The petitiorer used H& C -
Tours exclusively for all travel arrangements. ‘The petitioner's contragt with H& C Tours
' permitted it to acquire competitive bids, but provided that H & C Tours:would always get
the bid if it was within 2,5%. There is no evidence that the petitionegever sought a
competitive bid. - The Court found that a:substanfial. purpose of the: getitioner was

benefiting the for-profit travel agency. It:concluded that:
' When a for-profit organization benefits subs:t:affttihll:y;ﬂum the:§ .’annér«in

* which the activities of a related organization are carried on, the latter,
organization-is not operated exclusively for exempt purposes: Wi in the
mezining of secticii 504(cK3) even if.it furthers other exempt Rurposes.

We find that a substantial purpose of petitioner's operations was to

' increase the income of H & C Tours. H-& C Tours benefits frgm the
distribution and production of brochures which solicit customeys.for tours
arranged by H & C Tours. Approximiately 80 percent of petitid er's total
revenue for 1977 was expended on production and distribution of -

- brochures. The terms of the Travel Service,and Administrative Support

.- Agreement further insured that H.& C Tours would substantialy benefit

: from petitioner’s operations. Petitioner did not solicit compe idve bids
from any travel agency other than H-& C Tours, : L

affirmed 82 AFTR 2d 7092 (1998), the Tax Court found that a gami

" In KJ's Fund Raisers, Inc. v. Commissioner, T.C. Memo 199¥zi (1897),
organization was not exempt. While the organization raised money

or charitable
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' Salanes had been pand to Hurd and Gould. and rent had been pand to

of a'bar; KJ's Place. The organlzatlon through the owners and empl ' f “of
KJ's Place, sold lottery tickets exclusively at.KJ's Place during regularjpusiness
hours, While in KJ's Place, the lottery ticket purchasers were sold beye rages

from the bar. The initial directors were Hurd; Gould; and-a related indivi
" The initial board was replaced several times untif Hurd and Gould werf no longer
on theboard. At all times Hurd and Gould were the orgamzatnon s offite

: another view

Although those. practices.ceased ahd are not in issue here, the ;
...board.of durectors is composed of at least the-majority of the sa
oo ." members who allowed those amounts to be; pald This stmngl suggests

s ;objectlon from the board Nothing in the record since: July 1; 1 894 ;
-indicates. otherwise. - [

"~ “The Court conchided that KJ's Fund Raisers was operated for bétahﬂal private .

beneﬁt and did not quahfy for exemption.- The Court of Appeals aff the: decision.
it found that the organizahon ‘had served the private- mterests of its din petors in
mamtalmng and augmentmg their. business interests.. .

' We have reviewed.your propcsed.activities and’ based upon the lntqrmation
_provided we have reached the conclusion that we-cain riot déetermine yo'u will be

' opelated within the meaning of section 501(c)(3) of thesode. .. =f i e e :

| You have not provided compléte decufnentation & to your ﬁn' 1
docdmentation regarding your mortgage payments, or fully explamed

wuth~ You did not provide. schedules ofinvesl ent or liabilities.
- Youidid not provide complete explanations.of your fundraising expenges,

compensatlon other salam & wages, or occupancy: expense. .

' “You have stated that you are a tr.!nmng and a oonsulﬁng fim.
lndlwted that you provide services designed to' meet the needs of.inc
businesses. You have not distinguished-your services from those of!

— You also stated that you were not an.outgrowth from. agfor-profit
corporation. However, the information provided indicates that you formed as a
result of experience with. m .
formed in -and you were inoorporated in -v See. Rev Rul 7 _}-_ 41, supra.

R




e imited to-a charitable class. See Rev. Rul. 72-369 and Rev. Rul. 287 Jeupra..
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You stated that board members le be on a. volunwer basns -ane
eonﬂrct of interest policy.would not apply You stated: board members
for rendenng services for you. Yet, you stated that'  tie CEO as well
s consultant and trainer. You also state is.the pﬁncl ple stockholder
“and exercises the basic ownership of the busims Ownership and stpe! holders are
indloators of a for-profit business.. See. Rev. Rul. 69-547,. supra. .

,therefore a

" All of the information provided is under the name iof

You stated_was formed in = not Wl Ypu did-not
B provide any information clarifying your use of exdeptto state that
"t appears that this corporation should. be tiny ‘the name of

The brochures and newspaper arficles provided digf not mention
as an organziaton. The brochures and articles you : ubmrtted
and [

: mentioned

An orgamzahon is -not exempt merely beoauseqlts operahons - ‘ yinot: conducted

' for the ;purpose of producing a profit. To satisty the "opérational test" fhe prganizatlon s ..

resources must be devoted to the. purposes that qualify as exclusively 3 aritable- wrthm
the meaning of section 501(c)(3) of the Code and the: appllcable Tegul 'trons
4 | , F’rovudmg managerial and consuthng services on a regular basi
. trade; or business ordinarily carried on for:profit. Here, your services
below cost, nor or they provided to tax-exempt organizations.Your se

,forafeeis a’

s are not

You have provided conflicting statements. regardmg ownershnp &

f Umque
Achlevers and M. & Mis. Mar ners, lnc. You have provnded confusin :

supra

- Rev. Proc., 904 and 90-27 prowde that the Servnce may decling .40 Tule-on
exempt status if the operations of the orgamzatlon can: not be described in sufficient
detail. You have failed to establish that you will be opérated exclusively for-one or more
exempt purposes because.you have not submitted sufficient: informa
that you will be operated for section 501 (c)(3) purposes :

— Based upon the above, you have not: establlshed that you are d bed-'in section..
501(c)(3) of the code. Therefore, it is our conclusion that you do-not-qu ialify for

ould not be paid

aye not provided at

citations regarding private benefit to lndlvlduals as well asRev. Rul 63170 and 69-545,

4h to demonstrate
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‘exemmption as an organization described in section 501(¢)(3):of the cOhf!e ;éﬁd'you must
file federal income.tax retums. . - S :

- Contributions to you are not dedUcﬁdle under-section 170 of the I&j@dg. o

--You have the right.to. protest this ruling if you believe it is incorred ‘
should. submit a statement of your views o this office, with a full explagation of your ‘L
reasoning. This statement, signed by one: of your officers, must be submitted within 30 -
days from the date of this letter. You also;have a right to a conferen ::in this office
after. your statement is submitted. You mustrequest:the conference, if you want one,

when you file your protest statement. If you are to be:represented. by $omeone who is -

not ohie of your officers, that person will need to file a proper power.of hitorney and
- otherwise qualify under our-Conference and Practices Requirements. |. .~ -

A fa protest, you 5

AI;f"you‘ do not.pmtést this ruling in a timely manner, it will be consit

! sigered by the
-Intemal.Revenue: Service as a fajlure to exhaust available-administratife remedies.

“Section 7428(b)(2) of the Code provides, in part, that a declaratory judgement or
- decree under this section shall not be issued in any proceeding unlessithe Tax Court,
the United States Court of Federal Claims; or the District Couit. of the 4

the District of Columbia determines that the organizatiori invelved has gxh
administrative remedies available to it within the Interrial: Revénue Serice. .
- - If we do not hear from you within 80 days, this ruling will become §nalandacopy - - *
will be forwarded to the Ohio Tax Exempt and Govemment Entities (TR/GE) office.
- 'Theredfter, any questions about your federal.income tax;status shouldpe directed to

that office, either by calling 877-829-5500.(a toll free nurhber) or.sendigg : - '

correspondence to: Internal Revenue Service, TE/GE Customer Servide, P
2508, Cincinnati, OH 45201. The-appropriate State Officials wit be:niy s

action in accordance with Code section 6104(¢). ~

‘When sending additional letters to-us with respect fo this case,.yo}i
theirreceipt by using the following address;: B 3
Internal Revenue Service.
‘T:EO:RA:T:4 Rm. 6238

1111 Constitution Ave, N.W.
Washington, D.C. 20224
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i S If you have.ény questions, please cohtact the
.+ 7 numberare shown in the heading.of this letter.

person whose namﬁ aﬁd-t.elephone'.

'Si'hcérely,' :

Gerald V. Sack | -
Manager, Exemp Organizations
‘Technical Graup 4 L




